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NEGOTIATED SERVICE AGREEMENT

USPS REQUEST TO ADD PRIORITY MAIL EXPRESS INTERNATIONAL,
PRIORITY MAIL INTERNATIONAL, FIRST-CLASS PACKAGE INTERNATIONAL
SERVICE & COMMERCIAL EPACKET CONTRACT 9 TO COMPETITIVE PRODUCT
LIST AND NOTICE OF FILING MATERIALS UNDER SEAL
(August 31, 2020)

In accordance with 39 U.S.C. § 3642, 39 C.F.R. § 3040.130 et seq., and 39
C.F.R. 8 3035.105, the United States Postal Service requests that Priority Mail Express
International, Priority Mail International, First-Class Package International Service &
Commercial ePacket Contract 9 be added to the competitive product list within the Mail
Classification Schedule. This is a competitive product not of general applicability within
the meaning of 39 U.S.C. § 3632(b)(3).

Attachment A is a redacted version of Governors’ Decision No. 19-1, which
includes the explanation and justification required by the Commission’s rules.

Attachment B is a redacted version of the contract. Attachment C shows the requested

changes in the Mail Classification Schedule product list, with the additions underlined.



Attachment D provides a statement of supporting justification, as required by 39 C.F.R.
§ 3040.132. Attachment E is a certification of compliance with 39 U.S.C. § 3633(a)(1),
(2) and (3). Unredacted versions of the Governors’ Decision, contract, and required
cost and revenue data are being filed under seal. Attachment F provides an Application
for Nonpublic Treatment of these materials.

As required by 39 U.S.C. 8§ 3642(d)(1), this Request is being published in the
Federal Register.

The Postal Service will establish the effective date of the contract that is the
subject of this filing once the Postal Regulatory Commission completes its review. The
contract will remain in effect pursuant to the terms of Article 11, unless it is terminated
sooner pursuant to Article 12, 13, or 34.

Respectfully submitted,

UNITED STATES POSTAL SERVICE
By its attorneys:

Anthony F. Alverno

Chief Counsel

Global Business and Service Development
Corporate and Postal Business Law Section

Christopher C. Meyerson
Mariana Moguel Resendiz
Rebecca E. Brown
Attorneys

475 L'Enfant Plaza, S.W.
Washington, D.C. 20260-1101

(202) 268-7820
Mariana.MoguelResendiz@usps.gov
August 31, 2020
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The Postal Service shall submit a semi-annual report to the Governors. The report shall
include information on the cost coverage for each agreement or initiative that has been
executed under the authority of Governors’ Decision 19-1. Agreements classified as
non-published rates or rate ranges may be reported as a collective grouping; all other
agreements or initiatives are to be reported separately. The report shall also include cost
coverage information on any agreements and nonpublished initiatives established under
previous numbered Governors’ Decisions and Resolutions.
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the applicable PMEI Preparation Requirements Document, PMI Preparation Requirements Document, FCPIS Preparation
Requirements Document, or the CeP Preparation Requirements Document. (3) Mailings processed using Global Shipping
Software (GSS) or other USPS-approved software must: (i) Be accompanied by a postage manifest; and (ii) Be paid for
through the use of a Permit Imprint. (4) For all items destined for Cuba, the Mailer shall take all necessary measures to
comply with all applicable BIS and OFAC provisions, and to ensure that electronic export information about shipments
under this Agreement destined to Cuba are properly filed, if necessary, under regulations of the Bureau of Census. (5) All
Qualifying Mail must be paid for, prepared, and processed in accordance with the Annexes to this Agreement. (6) At the
discretion of the USPS, Qualifying Mail under this Agreement may be carried through an alternative delivery provider in
lieu of the designated foreign postal operator serving that country. To the extent that Mailer wishes to continue to send
Qualifying Mail to any such destination country for which final delivery is furnished by an alternative delivery provider,
Mailer agrees to abide by any additional preparation requirements prescribed by the USPS, which shall be set forth in an
alternative delivery provider Preparation Requirements Document furnished by USPS to the Mailer with reasonable
advance notice. Delivery by an alternative delivery provider is subject to terms and conditions determined in the sole
discretion of the USPS, and may be subject to change. Such terms and conditions could affect certain product features,
terms, and conditions that are set forth in this Agreement or the International Mail Manual.

7. Obligations of the USPS. The USPS hereby agrees: (1) Transportation To arrange with carriers to transport Qualifying
Mail to international destinations where the proper authority will effect delivery. (2) Undeliverable Iltems To cause to be
returned upon receipt from a foreign postal operator or carrier: (a) PMEI Qualifying Mail items refused by an addressee
or that are undeliverable, to the Mailer via Priority Mail Express ; (b) CeP Qualifying Mail items refused by an
addressee or that are undeliverable, to the Mailer ; (¢) PMI and FCPIS items refused by an addressee or that
are undeliverable, to the Mailer in accordance with the provisions of IMM 771. (3) Postage To provide prices for Qualifying
Mail paid for and tendered as required by this Agreement. (4) Confidentiality To seek non-public treatment of information
it determines to be eligible for protection from public disclosure under applicable law and practice when it files the
Agreement with the Postal Regulatory Commission (“Commission”), or when it files information (including data) in
connection with the Agreement in accordance with other regulatory requirements. (5) Technical Assistance To provide
the Mailer with technical assistance necessary to prepare information linkages, electronic data files, and data exchanges
as required for the proper functioning of USPS-provided Global Shipping Software (GSS).

8. Obligations of the Mailer — General. The Mailer hereby agrees: (1) Postage To pay postage for Qualifying Mail in
accordance with the price charts in the Annexes to this Agreement. (2) Customs and Export Documentation To provide
any necessary documentation, including data provided in electronic format, in connection with each mailing, in the form
and at the time specified by the USPS, Customs & Border Protection, Transportation Security Administration, the U.S.
Census Bureau, a destination country foreign government, or other authority. The Mailer further understands that the
failure to provide any such required documentation may result in refusal at acceptance, delay in processing, involuntary
seizure by customs authorities, and/or return of mail to the sender. (3) Customs and Export Requirements To comply with
any regulation or order promulgated by the USPS, OFAC, the U.S. Department of the Treasury, the U.S. Census Bureau,
BIS, the U.S. Department of Commerce, the U.S. Department of State, the U.S. Customs & Border Protection, the U.S.
Fish and Wildlife Service, the Transportation Security Administration, a destination country foreign government, or other
governmental unit, according to any requirements specified by those authorities. See IMM 5 for additional information. (4)
Tender Not to: (a) Tender or attempt to tender any item under this Agreement that is destined for any country included in
Country Group E-1 under Supplement No. 1 to Title 15, Code of Federal Regulations, Part 740 available at
www.gpo.gov/fdsys/pkg/CFR-2013-title15-vol2/pdf/CFR-2013-title15-vol2-part740-appNo-.pdf; (b) Tender or attempt to
tender any item addressed to persons or entities identified on OFAC’s Specially Designated Nationals List, OFAC’s
Foreign Sanctions Evaders List, BIS’s Denied Persons List, or BIS’s Entity List, or subject to active sanctions by the U.S.
Department of State pursuant to Executive Order No. 13382; (c) Tender or attempt to tender any item on behalf of third
parties or entities identified on OFAC’s Specially Designated Nationals List, OFAC’s Foreign Sanctions Evaders List,
BIS’s Denied Persons List, or BIS’s Entity List, or subject to active sanctions by the U.S. Department of State pursuant to
Executive Order No. 13382. (d) Tender or attempt to tender any item that requires an export license or specific license,
as applicable, from BIS, OFAC, the U.S. Department of State, the U.S. Department of Energy, or any other governmental
unit that imposes restrictions on exports. (5) Confidentiality To treat as confidential and not disclose to third parties, absent
express written consent by the USPS, any information related to this Agreement that is treated as non-public by the
Commission. (6) Penalties To pay any fines or penalties as well as any other expenses, damages, and/or charges,
including any applicable duties, taxes, and/or fees that result from an action of any other governmental entity that regulates
exports and/or imports in relation to any item tendered under this Agreement, or that results from the Mailer’s failure to
comply with applicable laws and regulations of the origin country, destination country, or any country through which a
mailing tendered under this Agreement passes (including failure to provide necessary documentation and/or failure to
obtain any required license or permit). (7) Advance Notification To provide the Manager, Customized Mail, USPS, via e-
mail to icmusps@usps.gov with notification of the Mailer’s intent to tender Qualifying Mail under this Agreement that
requires a license from OFAC, BIS, or the U.S. Department of State not less than ten (10) days prior to tender of such
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and CeP Qualifying Mail mailed under this Agreement are not guaranteed against delay in delivery. Neither indemnity
payments nor postage refunds will be made in the event of delay. (3) The USPS bears no responsibility for the refund of
postage for Qualifying Mail in connection with actions taken by Customs authorities. (4) The USPS shall not be liable for
any loss or expense, including but not limited to fines and penalties, for the Mailer’s, Mailer's Customer, or any other
person’s failure to comply with any export laws, rules, or regulations. (5) The USPS shall not be liable for any act or
omission by any person not employed or contracted by the USPS, including any act or omission of the Mailer, the Mailer's
Customer, or the recipient of an item tendered under this Agreement. (6) Unless otherwise specified by notice published
in a future issue of the Postal Bulletin that a date-certain, postage-refund guarantee will be offered for this particular type
of Global Customized Mail Agreement, Priority Mail Express International With Money-Back Guarantee Service Qualifying
Mail mailed under this Agreement is not guaranteed against delay in delivery, and neither indemnity payments nor postage
refunds will be made in the event of delay. (7) The USPS is not liable for any of the Mailer’'s actions or the Mailer’s
Customers’ actions and bears no liability in the event of termination with or without cause. (8) The USPS, as well as its
agents, suppliers, and vendors, shall not be liable for any damages of any type, including but not limited to, any lost profits
(both actual and anticipated) or other incidental or consequential damages arising out of any action by the USPS. The
USPS is further not liable for any loss due to the use of, programming related to, or inability to use the USPS’ or other
vendors’ or suppliers’ software.

22. Indemnity. The Mailer shall indemnify and save harmless the USPS and its officers, directors, agents, and employees
from any and all claims, losses, costs, damages, or expenses or liabilities, including but not limited to penalties, fines,
liquidated damages, charges, taxes, fees, duties, or other money due (“Claims”) growing out of or connected in any other
way with the discharge by the Mailer or its agent(s) of any undertaking contained in this Agreement, including Claims that
result from the noncompliance of the Mailer with the laws of the United States and other countries.

23. Governing Law. This Agreement shall be governed by, construed, and enforced in accordance with United States
federal law.

24. Suspensions of Mail Service. In the event that a suspension of either PMEI, PMI, FCPIS, or CeP service from the
United States to a country would prevent delivery of Qualifying Mail to addressees in that country, the Mailer shall not
tender PMEI, PMI, FCPIS, or CeP, as appropriate, to the USPS until service is restored. The minimum commitment for
Qualifying Mail as set forth in Article 10 of this Agreement shall be recalculated pro rata to reflect the reduction in available
service time.

25. Assignment. Neither Party may, or shall have the power to, assign its rights under this Agreement or, delegate its
obligations hereunder, without the prior consent of the other; such consent is not to be unreasonably withheld. In addition,
in the event that the Mailer is merged with or into or acquires another firm, corporation, or entity, pricing under this
Agreement following such merger or acquisition shall apply only to mail sent by the entity existing prior to the merger or
acquisition. Following any such merger or acquisition, the parties may negotiate in good faith to extend, modify or enter
into a new Agreement applicable to the merged or acquired entity. Assignment by the Mailer to a subsidiary of the Mailer
for which the Mailer is the majority owner shall be allowed.

26. No Waiver. The failure of either Party to this Agreement to insist upon the performance of any of the terms and
conditions of this Agreement, or the waiver of any breach of the terms and conditions of this Agreement, shall not be
construed as thereafter waiving any such terms and conditions, but these shall continue and remain in full force and effect
as if such forbearance or waiver had not occurred.

27. Paragraph Headings and Reference Citations. The titles to the paragraphs of this Agreement are solely for the
convenience of the Parties and shall not be used to explain, modify, simplify, or aid in the interpretation of the provisions
of this Agreement. All citations to provisions in the DMM, IMM or Code of Federal Regulations within this Agreement are
intended to refer to the substantive information found within the cited section(s) at the time this Agreement was drafted.
Changes to the citations or the relevant substantive information due to published revisions of the DMM, IMM or Code of
Federal Regulations shall be applicable to this Agreement upon the effective date of such revisions.

28. Mailability, Exportability, and Importability. (1) All items mailed under this Agreement must conform to the
mailability requirements of the USPS as detailed in the IMM 130 and USPS Publication 52; all applicable United States
laws and regulations, including export control and customs laws and regulations; and all applicable importation restrictions
of the destination countries. For each item mailed under this Agreement, the Mailer is responsible for notifying the Mailer’s
customers of their responsibility for determining export and import requirements, obtaining any required licenses and
permits, and ensuring that the recipient of the item is authorized by the laws of the United States as well as destination
countries to receive the item, and for the exportation and importation status of the products mailed under this Agreement
as detailed in IMM 112. (2) The Mailer is responsible for ensuring that no item mailed under this Agreement includes non-
mailable dangerous goods. Internationally mailable dangerous goods include only certain biological substances, certain
radioactive materials, and small lithium batteries packaged in the devices they are meant to operate, as described in
greater detail in IMM 135. Hazardous materials listed within the Department of Transportation’s regulations, including at
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ANNEX 1
PRICES FOR PRIORITY MAIL EXPRESS INTERNATIONAL
QUALIFYING MAIL

Postage prices for Priority Mail Express International Qualifying Mail items under this Agreement are as
follows.

ANNEX 2
PRICES FOR PRIORITY MAIL INTERNATIONAL QUALIFYING MAIL

Postage prices for Priority Mail Qualifying Mail items under this Agreement are as follows.

ANNEX 3
PRICES FOR FIRST-CLASS PACKAGE INTERNATIONAL SERVICE QUALIFYING MAIL

Postage prices for First-Class Package International Service Qualifying Mail items under this Agreement
are as follows.
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ANNEX 4
PRICES IN UNITED STATES DOLLARS FOR
COMMERCIAL EPACKET SERVICE QUALIFYING MAIL
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PART B—COMPETITIVE PRODUCTS
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Contract 9
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Statement of Supporting Justification

I, Frank Cebello, Manager, International Products & Major Accounts, am
sponsoring this request that the Postal Regulatory Commission (Commission)
add Priority Mail Express International, Priority Mail International, First-Class
Package International Service & Commercial ePacket Contract 9 to the list of
competitive products. This statement supports the United States Postal
Service’s (Postal Service’s) request by providing the information required by
each applicable subsection of 39 C.F.R. § 3040.132. | attest to the accuracy of
the information contained herein.
€)) Demonstrate why the change is in accordance with the policies and

applicable criteria of the Act.

As demonstrated below, the change complies with the applicable statutory
provisions.

(b) Explain why, as to market dominant products, the change is not
inconsistent with each requirement of 39 U.S.C. § 3622(d), and that it
advances the objectives of 39 U.S.C. § 3622(b), taking into account the
factors of 39 U.S.C. § 3622(c).

Not applicable. The Postal Service is proposing that this Priority Mail
Express International, Priority Mail International, First-Class Package
International Service & Commercial ePacket Contract 9 product be added to the
competitive products list.

(c) Explain why, as to competitive products, the addition, deletion, or transfer
will not result in the violation of any of the standards of 39 U.S.C. § 3633.
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The service to be provided under the contract will cover its attributable
costs and make a positive contribution to competitive products’ ability collectively
to meet the required minimum contribution requirement under Section
3633(a)(3). The contract will increase contribution toward competitive products’
currently required minimum contribution of the Postal Service’s total institutional
costs. Accordingly, no issue of subsidization of competitive products by market
dominant products arises (39 U.S.C. § 3633(a)(1)).

(d)  Verify that the change does not classify as competitive a product over
which the Postal Service exercises sufficient market power that it can,
without risk of losing a significant level of business to other firms offering
similar products: (1) set the price of such product substantially above
costs, (2) raise prices significantly; (3) decrease quality; or (4) decrease
output.

The contract sets specific terms and conditions for providing Priority Malil
Express International (PMEI), Priority Mail International (PMI), First-Class
Package International Service (FCPIS), and Commercial ePacket (CEP) to the
customer. PMEI, PMI, FCPIS, and CEP are provided in a highly competitive
market. The Postal Service is unable to set prices substantially above costs,
raise prices significantly, decrease quality, or decrease output, without losing this
business to private competitors in the expedited shipping market.

In negotiating this contract, the Postal Service’s bargaining position was
constrained by the existence of other providers of services similar to the Postal
Service’s. As such, the market precludes the Postal Service from taking unilateral
action to increase prices or decrease service. The Postal Service may not

decrease quality or output without risking the loss of business to competitors that

offer similar delivery services. The market does not allow the Postal Service to
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raise prices or offer prices substantially above costs; rather, the contract is

premised on prices and terms that provide sufficient incentive for the customer to

ship with the Postal Service rather than a competitor.

(e) Explain whether or not each product that is the subject of the request is
covered by the postal monopoly as reserved to the Postal Service under

18 U.S.C. 8§ 1696, subject to the exceptions set forth in 39 U.S.C. § 601.

PMEI, PMI, FCPIS, and CEP are products intended primarily for
merchandise, and any letters contained in these items would be covered by one
or more exceptions or suspensions to the Private Express Statutes.

() Provide a description of the availability and nature of enterprises in the
private sector engaged in the delivery of the product.

See part (d) above. Shipping similar to PMEI, PMEI, FCPIS, and CEP is
widely available from well-known and successful private firms at both published
and contract prices.

(9) Provide any available information on the views of those who use the
product on the appropriateness of the proposed modification.

Having entered into this contract with the Postal Service, we naturally
expect that the customer would support the addition of the contract to the product
list so that the contractual terms can be effectuated.

(h) Provide a description of the likely impact of the proposed modification on
small business concerns.

The market for similar delivery services is highly competitive and requires

substantial infrastructure to support a national network. Large shipping
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companies serve this market. The Postal Service is unaware of any small

business concerns that could offer comparable service for this customer.

0] Include such other information, data, and such statements of reasons and
bases, as are necessary and appropriate to fully inform the Commission of
the nature, scope, significance, and impact of the proposed modification.
Additional details regarding the terms of the contract have been provided

to the Commission under seal due to the sensitivity of the contract to both the

customer and the Postal Service.
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Certification of Prices for
Priority Mail Express International, Priority Mail International,
First-Class Package International Service &
Commercial ePacket Contract 9

I, Karen Meehan, Manager, Competitive Products Pricing, United States
Postal Service, am familiar with the prices and terms for Priority Mail Express
International, Priority Mail International, First-Class Package International Service
Contract & Commercial ePacket Contract 9. The prices and terms contained in
this contract were established by the Decision of the Governors of the United
States Postal Service on the Establishment of Prices and Classifications for
Domestic Competitive Agreements, Outbound International Competitive
Agreements, Inbound International Competitive Agreements, and Other Non-
Published Competitive Rates, adopted February 7, 2019 (Governors’ Decision
No. 19-1).

| hereby certify, based on the financial analysis provided herewith, that the
prices are in compliance with 39 U.S.C § 3633 (a)(1), (2), and (3). They are
expected to cover attributable costs. There should therefore be no subsidization
of competitive products by market dominant products. This contract should not

impair the ability of competitive products on the whole to cover an appropriate

share of institutional costs.

Digitally signed by
Ka ren Karen Meehan

Date: 2020.08.26
Meehan  g51504-ox00

Karen Meehan
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APPLICATION OF THE UNITED STATES POSTAL SERVICE
FOR NON-PUBLIC TREATMENT OF MATERIALS

In accordance with 39 C.F.R. 8 3011, the United States Postal Service (Postal
Service) hereby applies for non-public treatment of the unredacted Governors’ Decision,
the unredacted Priority Mail Express International, Priority Mail International, First-Class
Package International Service & Commercial ePacket contract, and the supporting
documents establishing compliance with 39 U.S.C. § 3633 and 39 C.F.R. § 3035.105.
The Postal Service hereby furnishes the justification required for this application by 39
C.F.R. 8 3011.201(b), as enumerated below.

For the reasons discussed, the Postal Service asks that the Commission grant its
application for non-public treatment of the identified materials.

(2) The rationale for claiming that the materials are non-public, including the
specific statutory provision(s) supporting the claim, and an explanation
justifying application of the provision(s) to the materials.

The materials designed as non-public consist of information of a commercial
nature, which under good business practice would not be publicly disclosed. In the
Postal Service’s opinion, this information would be exempt from mandatory disclosure
pursuant to 39 U.S.C. § 410(c)(2) and 5 U.S.C. § 552(b)(3), (b)(4).! Because the
portions of materials filed non-publicly in this docket fall within the scope of information
not required to be publicly disclosed, the Postal Service asks the Commission to
support the Postal Service’s determination that these materials are exempt from public

disclosure and grant the Postal Service’s application for their non-public treatment.

Information of a commercial nature, which under good business practice would

1 In appropriate circumstances, the Commission may determine the appropriate level of confidentiality to
be afforded to such information after weighing the nature and extent of the likely commercial injury to the
Postal Service against the public interest in maintaining the financial transparency of a government
establishment competing in commercial markets. 39 U.S.C. § 504(g) (3) (A).
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not be publicly disclosed, as well as third party business information, are not required to

be disclosed to the public. 39 U.S.C. § 410(c)(2); 5 U.S.C. 8§ 552(b)(4). The

Commission may determine the appropriate level of confidentiality to be afforded to

such information after weighing the nature and extent of the likely commercial injury to

the Postal Service against the public interest in maintaining the financial transparency of

a government establishment competing in commercial markets. 39 U.S.C.

8§ 504(g)(3)(A).? Because the portions of materials filed non-publicly in this docket fall

within the scope of information not required to be publicly disclosed, the Postal Service

asks the Commission to support its determination that these materials are exempt from
public disclosure and grant its application for their non-public treatment.

(2) A statement of whether the submitter, any person other than the submitter,
or both have a proprietary interest in the information contained within the
non-public materials, and the identification(s) specified in paragraphs
(b)(2)(i) through (iii) of this section (whichever is applicable). For purposes
of this paragraph, identification means the name, phone number, and email
address of an individual.®

In the case of this Priority Mail Express International, Priority Mail International,

First-Class Package International Service, and Commercial ePacket contract, the Postal

2 The Commission has indicated that “likely commercial injury” should be construed broadly to
encompass other types of injury, such as harms to privacy, deliberative process, or law enforcement
interests. PRC Order No. 194, Second Notice of Proposed Rulemaking to Establish a Procedure for
According Appropriate Confidentiality, Docket No. RM2008-1, Mar. 20, 2009, at 11.

8 Section 3011.201(b)(2) further states the following:

(i) If the submitter has a proprietary interest in the information contained within the materials,
identification of an individual designated by the submitter to accept actual notice of a motion related to the
non-public materials or notice of the pendency of a subpoena or order requiring production of the
Materials.

(i) If any person other than the submitter has a proprietary interest in the information contained

within the materials, identification of each person who is known to have a proprietary interest in the
information. If such an identification is sensitive or impracticable, an explanation shall be provided along
with the identification of an individual designated by the submitter to provide notice to each affected
person.

(iii) If both the submitter and any person other than the submitter have a proprietary interest in the
information contained within the non-public materials, identification in accordance with both paragraphs
(b)(2)(i) and (ii) of this section shall be provided. The submitter may designate the same individual to
fulfill the requirements of paragraphs (b)(2)(i) and (ii) of this section.
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Service believes that the parties with a proprietary interest in the materials would be the
counterparty to the contract, the PC Postage Provider(s) (if the contract allows for and
the customer intends to use a PC Postage Provider), and foreign postal operators.

The Postal Service believes that the customer with whom the contract is made
has a proprietary interest in the non-public materials and customer-identifying
information should be withheld from public disclosure. Therefore, in compliance with 39
C.F.R. 8 3011.200(b), rather than identifying the customer, the Postal Service gives
notice that it has already informed the customer,* and the PC Postage Provider (if
applicable),® that have a proprietary interest in the materials for the contract that is the
subject of this docket of the nature and scope of this filing and their ability to address
their confidentiality concerns directly with the Commission.

The Postal Service employee responsible for providing notice to the customer
with proprietary interest in the materials filed in this docket is Ms. Amy E. Douvlos,
Marketing Specialist, Global Business, United States Postal Service, 475 L’'Enfant
Plaza, SW, Room 5427, Washington, DC 20260-4017, whose email address is
Amy.E.Douvlos@usps.gov, and whose telephone number is 202-268-3777.

As for foreign postal operators, the Postal Service recently provided notice to all
foreign postal operators within the Universal Postal Union network through an
International Bureau Circular issued on December 9, 2019, that the Postal Service will

be regularly submitting certain business information to the Commission. Some UPU-

4 The Postal Service informed the customer for the contract prior to filing a notice that the Postal Service
would be seeking non-public treatment of the redacted portions of the contract. The Postal Service also
informed the customer for the contract that it could file its own application for non-public treatment of
these materials in accordance with 39 C.F.R. § 3011.204.

5 The Postal Service has provided a blanket notice to PC Postage Providers in light of the fact that these
filings are fairly routine. To the extent required, the Postal Service seeks a waiver from having to provide
each PC Postage Provider notice of this docket.
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designated foreign postal operators may have a proprietary interest in such information.
The circular includes information on how third parties may address any confidentiality
concerns with the Commission. In addition, contact information for all UPU Designated
Operators is available at the following link, which is incorporated by reference into the
instant application: http://pls.upu.int/pls/ap/addr_public.display_addr?p_language=AN.®
(3) A description of the information contained within the materials claimed to be
non-public in a manner that, without revealing the information at issue, would
allow the Commission to thoroughly evaluate the basis for the claim that the
information contained within the materials are non-public.

The Governors’ Decision establishing International Competitive contracts,
including those for Priority Mail Express International, Priority Mail International, and
First-Class Package International Service, and Commercial ePacket, the contract
identifying the customer and containing the prices, terms, and conditions of the contract,
and the financial workpapers supporting the contract being filed under seal in this
docket. Redacted copies of the Governors’ Decision and the contract are being filed
under seal in this docket. Redacted copies of the Governors’ Decision and the contract
are being filed publicly in this docket. The Postal Service maintains that the redacted
portions of the Governors’ Decision, the contract, named of the customer and related
information should remain confidential.

With regard to the contract, the redactions are of the name, address, signature
block, and other information that could identify the customer, such identifying

information of a postal patron may be withheld from mandatory public disclosure by

virtue of 39 U.S.C. § 504(g)(1) and 39 U.S.C. § 410(c). The additional redactions to the

6 To the extent required, the Postal Service seeks a waiver from having to provide each foreign postal
operator notice of this docket. It is impractical to communicate with dozens of operators in multiple
languages about this matter. Moreover, the volume of contracts would overwhelm both the Postal Service
and the applicable foreign postal operators with boilerplate notices.
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agreement protect information with specific impact on the customer, including the
minimum commitment to the Postal Service and the timing and manner in which the
Postal Service might change prices under the contract. In addition, certain terms and
the prices in the annexes of the agreement are redacted.

The redacted portions of the Governors’ Decision and attached Analysis protect
the costs authorizing International Competitive contracts, and the analysis of those
costs.

The redactions applied to the financial workpapers protect commercially sensitive
information such as underlying costs and assumptions, pricing formulas, information
relevant to the mailing profile of the customer, business information of interested third
parties, and cost coverage projections. To the extent practicable, the Postal Service
has limited its redactions in the workpapers to the actual information it has determined
to be exempt from disclosure under 5 U.S.C. § 552(b). However, in a limited number of
cases, narrative passages or notes were redacted in their entirety due to the practical
difficulties or redacting particular words or numbers within the text as presented in a
spreadsheet format, or certain words or numbers in text were replaced with general
terms describing the redacted material.

To the extent that the Postal Service files data in future filings that will show the
actual revenue and cost coverage of the customer’s completed contract, the Postal
Service will redact in its public filing all of the values included that are commercially
sensitive information and will also protect any customer identifying information from
disclosure.

(4) Particular identification of the nature and extent of the harm alleged and the
likelihood of each alleged harm alleged to result from disclosure.
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If the redacted information were to be disclosed publicly, the Postal Service
considers that it is quite likely that it and the customer would suffer commercial harm.
The information is commercial sensitive, and the Postal Service does not believe that it
would be disclosed under good business practices.

Revealing this information would provide a competitive advantage to competitors
of the Postal Service and of the customer. The Postal Service considers that it is highly
probable that if this information were made public, such entities would take immediate
advantage of it and there is a substantial risk that the Postal Service and the customer
would lose business as a result. Additionally, other postal customers could use the
information to their advantage in negotiating the terms of their own agreements with the
Postal Service and other businesses could use the information to the information to their
advantage in negotiating with the customer. The Postal Service considers these to be
highly probable outcomes that would result from public disclosure of the redacted
material.

The financial workpapers include specific information such as costs, negotiated
prices and pricing structure, assumptions used in developing costs and prices, business
information of foreign postal operators, mailer profile information, and projections of
variables. All of this information is highly confidential in the business world. If this
information were made public, the Postal Service’s and the customer’s competitors
would likely take great advantage of this information. Unlike its competitors, the Postal
Service is required to meet the standards of 39 U.S.C. § 3633 with each negotiated
agreement that it asks to have added to the competitive products list. Competitors are

not so constrained and could use the redacted information to their advantage in gaining
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customers. The formulas shown in the spreadsheets in their native format provide
additional sensitive information. Revealing the Postal Service’s profit margin
information could also be used by the customer to attempt to renegotiate its own prices.

Information in the financial spreadsheets and any cost, volume and revenue data
concerning this agreement filed after the expiration of this contract also consists of
sensitive commercial information related to agreements between the Postal Service and
interested third parties. Such information would be extremely valuable to competitors of
both the Postal Service and third parties. Using detailed information about such
agreements, competitors would be able to better understand the counterparty’s
underlying costs, and identify areas where they could adapt their own operations to be
more competitive. In addition, competitors of the counterparty could use such
information to their advantage in negotiating the terms of their own agreements with the
Postal Service. And competitors of foreign postal operators could use the information
in the financial spreadsheets to understand their nonpublished pricing to better compete
against them.

Information in the financial models may also include sensitive commercial
information related to agreements between the Postal Service and PC Postage
Providers. Such information would be extremely valuable to competitors of both the
Postal Service and the PC Postage Providers. Using detailed information about such an
agreement, competitors would be able to better understand the costs of the postage
programs used, and identify areas where they could adapt their own operations to be

more competitive. In addition, competitors of the PC Postage Providers could use such
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information to their advantage in negotiating the terms of their own agreements with the
Postal Service.
(5) At least one specific hypothetical, illustrative example of each alleged harm.

Identified harm: Revealing customer identifying information would enable
competitors to target the customers for sales and marketing purposes.

Hypothetical: The identity of the customer in this contract is revealed to the
public. A competitor’s sales representatives contact the Postal Service’s customer and
offer the customer lower rates or other incentives, taking away the business anticipated
by the Postal Service.

Identified harm: Public disclosure of negotiated terms of the agreement could be
used by competitors and potential customers to the detriment of the Postal Service and
its customer.

Hypothetical: A competitor obtains a copy of the unredacted version of Customer
A’s contract and workpapers to the detriment of the Postal Service’s customer.
Company B discovers proprietary business strategies and changes its business
practices to minimize differentiation, identify their key customer base and cause
defection of Customer A’s customers. Customer A cancels the contract and withdraws
their business from the Postal Service. Other companies would then refuse to share
critical details of their business or to participate in negotiated prices with the Postal
Service, harming the Postal Service’s ability to compete in the marketplace for
additional volume and revenue.

Also, the competitor could leverage multiple services to offer deeper

discounts than provided by the Postal Service’s contract as a loss leader, using profits
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on other products profits to make up for the temporary loss.

Identified harm: Public disclosure of the price formula, underlying cost structure,
and information in the financial workpapers relating to the contract would be used by
competitors and customers to the detriment of the Postal Service.

Hypothetical: A competing package delivery service or its representative obtains
a copy of the unredacted version of the financial workpapers. It analyzes the
workpapers to determine what the Postal Service would have to charge its customers in
order to meet its minimum statutory obligations for cost coverage and contribution to
Institutional costs. The competing package delivery service then sets its own rates for
products similar to what the Postal Service offers its customers under that threshold and
markets its ability to guarantee to beat the Postal Service on price for similar delivery
services.

Identified harm: Public disclosure of the prices and related terms would provide
potential customers extraordinary negotiating power.

Hypothetical: Customer B obtains the contract showing Customer A’s negotiated
prices and the underlying workpapers. Customer B can determine that there is
additional profit margin between the prices provided to Customer A and the statutory
cost coverage that the Postal Service must produce in order for the agreement to be
added to the competitive products list. Although Customer B was offered prices
identical to Customer A’s, Customer B uses the publicly available information to insist
that unless the Postal Service offers Customer B even lower prices than Customer A’s,
Customer B will not use the Postal Service but will give its business to a competitor of

the Postal Service.
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Alternatively, Customer B attempts to negotiate lower rates only for those
destinations for which it believes the Postal Service is the low-cost provider among all
service providers. The Postal Service may agree to this demand in order to keep the
customer’s business overall, which it believes will still satisfy total cost coverage for the
agreement. Then, Customer B uses other providers for destinations other than those
for which it negotiated lower rates. This impacts the Postal Service’s overall projected
cost coverage for the agreement. Although the Postal Service can terminate the
contract when it sees that the mailer’s practice and projected profile are at variance, the
costs associated with establishing the contract, including filing it with the Postal
Regulatory Commission, would be sunk costs that would have a negative impact on
postal finances.

Identified harm: Public disclosure of the information in the contract and the
financial workpapers would be used by the customer’s competitors to its detriment.

Hypothetical: A business in competition with the customer obtains a copy of the
unredacted version of the financial workpapers. The customer’s competitor analyzes
the workpapers to assess the customer’s underlying shipping costs. The customer’s
competitor uses that information as a baseline to negotiate with shipping companies
and other suppliers to develop lower-cost alternatives and thereby to undercut the
customer.

Identified harm: Public disclosure of information in the contract and financial
workpapers would be used by the competitors of a foreign postal operator to the
detriment of the Postal Service, the counterparty to the agreement and/or the foreign

postal operator.
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Hypothetical: A firm competing with a foreign postal operator obtains a copy of
the unredacted version of the contract and financial workpapers from the Commission’s
website. The firm uses the information to assess the business information concerning
the foreign postal operators in the contract and financial workpapers, and thereby
develop benchmarks for competitive alternatives. In addition, disclosure of such
information could provide leverage to other parties in their negotiations with the Postal
Service concerning financial arrangements that they may make with the Postal Service
in the future.

Identified harm: Public disclosure of any cost, volume and revenue data
concerning the agreement that the Commission may require the Postal Service to file
after the contract’s expiration would give competitors a marketing advantage.

Hypothetical: A competitor could use any cost, volume and revenue data
associated with this agreement, which the Commission may require the Postal Service
to file in this docket after the contract’s expiration, to “qualify” potential customers. The
competitor might focus its marketing efforts only on customers that have a certain
mailing profile, and use information filed after the contract’'s expiration to determine
whether a customer met that profile.

Identified harm: Public disclosure of information in the contract involving postage
payment through a PC Postage Provider, and of information in related financial
workpapers, would be used by the competitors of the PC Postage Provider to the Postal
Service and/or the PC Postage Provider’s detriment.

Hypothetical: A firm competing with the customer’'s PC Postage Provider (if

applicable) obtains a copy of the unredacted version of a contract involving postage
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payment through a PC Postage Provider, and financial workpapers, from the
Commission’s website. The firm uses the information to assess the PC Postage
Provider’'s revenue sources and growth opportunities, and thereby develop benchmarks
for competitive alternatives. In addition, disclosure of such information could provide
leverage to other PC Postage Providers in their negotiations with the Postal Service
concerning financial arrangements that PC Postage Providers make with the Postal
Service in the future.
(6) The extent of the protection from public disclosure alleged to be necessary.
The Postal Service maintains that the redacted portions of the materials filed
non-publicly should be withheld from persons involved in competitive decision-making in
the relevant market for parcel and expedited services, as well as their consultants and
attorneys. Additionally, the Postal Service believes that actual or potential customers of
the Postal Service for this or similar products should not be provided access to the non-
public materials.

(7) The length of time for which non-public treatment is alleged to be necessary
with justification thereof.

The Commission’s regulations provide that non-public materials shall lose non-
public status ten years after the date of filing with the Commission, unless otherwise
provided by the Commission. 39 C.F.R. § 3011.401(a). However, because the Postal
Service’s relationships with customers often continue beyond ten years or decades, the
Postal Service intends to oppose requests for disclosure of these materials pursuant to
39 C.F.R. § 3011.401(b-c).

(8) Any other relevant factors or reasons to support the application.

None.
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Conclusion
For the reasons discussed, the Postal Service asks that the Commission grant its

application for non-public treatment of the identified materials.





